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Executive Summary
The purpose of this report is to allow members to consider the Annual Governance Statement to
be included in the unaudited Annual Accounts for 2016−17.
The Statement is required by the Local Authority Accounting (Scotland) Regulations to be
included within the Council's annual accounts and will be subject to review by external audit as
part of their year−end audit procedures.
The Statement provides an opportunity for the Council to report annually on the extent to which it
complies with the CIPFA/SOLACE Delivering Good Governance Framework including describing
relevant monitoring and evaluation arrangements of governance in the year and any planned
changes and/or developments in the coming period.
The Statement, which is signed by the Chief Executive and Council Leader, has been prepared
following significant input from the Council's senior management team, other relevant managers,
Council ALEOs and the Head of Audit and Inspection.

Recommendations
The Panel is invited to consider and note the Annual Governance Statement to be included in the
unaudited Annual Accounts for 2016−17.

Links
Council plan to 2020: Having adequate and effective corporate governance arrangements
supports the delivery of all corporate priorities.
Appendix 1: Proposed Annual Governance Statement 2016−17

1.

Background
1.1

In order to comply with the Local Authority Accounts (Scotland) Regulations, the
Council is required to prepare an Annual Governance Statement for inclusion within the
2016−17 Annual Accounts. The statement for 2016−17 is attached as Appendix 1.

1.2

The Statement provides an opportunity for the Council to report annually on the extent
to which it complies with the CIPFNSOLACE Delivering Good Governance Framework
including describing relevant monitoring and evaluation arrangements of governance in
the year and any planned changes and/or developments in the coming period.

1.3

The Statement sets out the corporate governance framework within which the Council
operates. It also describes the means by which the Council is directed and controlled,
including an update on the new corporate priorities and information on monitoring of
performance and scrutiny by the Council and its committees. The overall control
arrangements also incorporate the system of financial control.

2. Report
2.1

2.2

The Annual Governance Statement has been prepared following the gathering of
evidence from a number of different sources to ensure that it properly reflects the
Council's arrangements during 2016−17. Each member of the Core CMT has reviewed
and certified the effectiveness of governance arrangements within their areas of
responsibility and the Head of Business for Financial Solutions (the Council's section
95/Chief Financial Officer) has provided the Chief Executive with a statement of the
effectiveness of the Council's internal financial control systems and confirmed that the
Council's financial arrangements conform with the requirements of the CIPFA
Statement on the Role of the Chief Financial Officer in Local Government 2016.
The Head of Audit and Inspection has also reviewed the effectiveness of the Council's
governance arrangements and systems of internal control and has reported on the
outcome to the Audit and Scrutiny Panel in his annual report.

2.3

As part of their evaluation, management has identified, and highlighted within the
Annual Governance Statement, a range of improvement actions and/or future planned
developments in relation to key governance arrangements.

2.4

The results of these processes are deemed to support the Chief Executive and the
Council Leader signing the Annual Governance Statement, stating that reasonable
assurance can be placed on the adequacy and effectiveness of the corporate
governance systems operating within the Council and that the Council complies with
relevant corporate governance principles in all significant respects.

3. Implications
Financial impact
HR/Policy/Legislative Impact
Environmental Impact

None identified
None identified
None identified

4. Measures of success
4.1

Internal Audit report annually to the Audit and Scrutiny Panel on the adequacy and
effectiveness of the Council's corporate governance arrangements.
These
arrangements are also reviewed annually as part of the work of the Council's appointed
external auditors.

Ken Adamson, Head of Audit and Inspection
For further information please contact Ken Adamson, Head of Audit and Inspection on tel. 01698 302188

APPENDIX I
ANNUAL GOVERNANCE STATEMENT 2016−17
Scope of responsibility
North Lanarkshire Council is committed to high standards of corporate governance and has
an integrated framework that brings together legislative requirements, governance principles,
and management processes. The governance arrangements have been developed in
accordance with "Delivering Good Governance in Local Government: Framework"
(CIPFA/Solace, 2016) and are based on the key aspects of:
•

Openness in decision making, management arrangements, and in dealing with the
public.

•

Integrity in ensuring high standards of conduct, propriety, and probity in running the
council's business and managing public funds.

•

Accountability in ensuring that the council, its members and officers are responsible
for their decisions and actions, and are subject to appropriate external scrutiny.

•

Inclusiveness in communicating and engaging with all sections of the community and
encouraging active participation.

The Council's corporate governance arrangements are designed to ensure that business is
conducted in accordance with the law and that public money is safeguarded, properly
accounted for, and used efficiently and effectively. Elected Members and senior officers are
responsible for implementing the governance arrangements and the framework is assessed
on an annual basis to ensure ongoing effectiveness and compliance (Figure 1).
This statement also covers the organisations consolidated into the Council's Group
Accounts, a list of which is included elsewhere in the Financial Statements.

Figure 1 − Requirements of good governance (CIPFAISOLACE 2016)

The Council's governance framework
The Council's governance framework comprises the systems, processes, cultures and
values by which the Council is directed and controlled. It also describes the way in which
the Council engages with, accounts to and leads the community. It enables the Council to
monitor the achievement of its objectives and consider whether those objectives have led to
the delivery of appropriate and cost−effective services.
The Council is responsible for reviewing and monitoring each element of the framework and
providing evidence of compliance.
Within the overall control arrangements the system of internal financial control is intended to
ensure that assets are safeguarded, transactions are authorised and properly recorded, and
material errors or irregularities are either prevented or would be detected within a timely
period. It is based on a framework of regular management information, financial regulations,
administrative procedures and management supervision.
The Council's wider governance arrangements include:
•

identifying and setting out the Council's priorities in the Business Plan to 2020 and in
other policy statements agreed by the Council;

•

monitoring of the achievement of objectives by the Council and senior officers;

•

a systematic approach to monitoring service performance at both officer and elected
member levels including targets against which financial and operational performance
can be assessed and regular reporting on performance to Council committees;

•

clearly setting out the remits, functions and powers of committees and sub
committees in a scheme of administration and allocating delegated powers to
officers;

•

Financial Regulations that specify relevant procedures and controls over budgeting,
income, expenditure and financial performance;

•

comprehensive budget and expenditure monitoring systems;

•

clearly defined capital expenditure guidelines

•

a Monitoring Officer to ensure compliance with laws and regulations;

•

an Audit and Governance Panel whose activities and core functions comply with
relevant CIPFA standards for audit committees; and

•

highlighting expected standards of behaviour in Codes of Conduct for elected
members, chief officers and employees.

An additional element of the governance framework and a key part of the system of internal
control is the Council's risk management arrangements which are designed to identify,
assess, prioritise and mitigate risks to the achievement of the council's priorities.
While these arrangements are designed to enable the Council to perform well, to manage
risk effectively and to minimise any potential impacts on service delivery and the
achievement of planned outcomes, it should be noted that corporate governance
arrangements cannot eliminate all risk of failure to implement policies and achieve objectives
and that any system of internal control provides reasonable, but not absolute, assurance.

Determining the authority's purpose, its vision for, for the local area and intended
outcomes for the community
In December 2015, the council approved a priorities and supporting delivery model to 2020,
which was intended to ensure an outcome focussed and integrated approach to service
delivery through five priorities:

The complexities and scale of change and challenge facing the council are well documented
with reducing budgets, growing demand for services and the need to continually improve
efficiency and find innovative ways to protect frontline resources. To facilitate a corporate
approach to addressing these, each member of the Core Corporate Management Team
(Chief Executive, Assistant Chief Executives, and Chief Accountable Officer) leads on a
priority and has been instrumental in developing and driving the ensuing framework and
programme of work which is outlined in the Business Plan to 2020, which was approved by
elected members in December 2016.
The supporting delivery model provides greater collaborative working and an emphasis on
customer focussed service delivery. The new structures are designed to remove the
demarcation between corporate and service responsibilities, while promoting the principles
of working collaboratively both within the Council, and with our partner agencies, the third
sector, businesses, and local communities.
During 2016−17, a number of areas of business development previously outlined in the Chief
Executive's report to committee in December 2015 "Future priorities of the council and
delivery model" came together to further shape the priorities and transformational work of the
Council.
This included a review of the Council's performance management framework to ensure a
more composite overview of planning, performance measuring I monitoring I management,
and improvement activity than at present.
As a result, a new Improvement and
Accountability Framework has been developed which aims to strengthen the council's
performance and governance arrangements.
This overarching framework is designed to provide a corporate approach to performance
management and improvement, and promote ownership, accountability and transparency.
Importantly it also aims to facilitate a focus on improvement, impact, and effectiveness of
processes, rather than the processes themselves.
The development of the planning element of the Improvement and Accountability Framework
(Figure 2) is designed to ensure that the Business Plan to 2020 reflects local needs as well
as national priorities. This is intended to refocus the organisation and facilitate a corporate
approach to improved outcomes for the people and communities of North Lanarkshire.
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Figure 2 − Improvement and Accountability Framework

Review of effectiveness
The Council's Head of Audit and Inspection has reviewed the effectiveness of the Council's
governance arrangements and reported the results to the Audit and Governance Panel.
The Internal Audit Section operates in accordance with the Public Sector Internal Audit
Standards. The Section undertakes an annual work programme based on an agreed audit
strategy and formal assessments of risk that are reviewed regularly. During 2016−17, the
Head of Audit and Inspection reported directly to the Chief Executive with free access to
elected members, and reported to the Audit and Governance Panel in his own name.
The Head of Audit and Inspection has provided an assurance statement on the effectiveness
of the Council's system of governance, risk management and internal control, which was
informed by:
the results of the annual programme of work undertaken by Internal Audit;
S

assessment of risk completed during the preparation of the 2016−17 and 2017−18
annual audit plans;

S

his wider knowledge of Council officers' management activities;

the contents of certified assurances provided by Assistant Chief Executives and
those ALEOs and other related bodies whose financial transactions are
consolidated into the Council's annual accounts;
Scot−M
oncrief, of reports received during 2016−2017 until October 2016 from
result
the
the Council's appointed external auditors; and
reports by other external and statutory inspection agencies.
The Head of Audit and Inspection has concluded that reasonable assurance can be placed
upon the adequacy and effectiveness of the Council's internal control systems in the year to
31 March 2017 but has qualified this opinion by highlighting the following four issues.
The first issue relates to the current strength of the Council's project management
arrangements where he commented that although recognised project management
methodologies were used in a number of areas and that the Council can point to a track
record in successfully delivering significant corporate projects, there were significant
weaknesses in current arrangements and scope existed for greater consistency and
Management has committed to
improved monitoring and reporting arrangements.
addressing urgently the issues raised.
The second issue related to work undertaken in response to widely reported allegations of
fraud and corruption within the Council's corporate property and procurement section. The
relevant audit report identified significant weaknesses in the design, use and oversight of a
number of measured term contracts which resulted in the Council failing to ensure best value
and appearing to breach EU Procurement Regulations. The report also identified a small
number of issues around gifts and/or hospitality from contractors contrary to the Employee
Code of Conduct. Management responses to the issues raised were provided in a report to
the Policy and Resources Committee in March 2017 and actions to address the control and
governance weaknesses identified will be progressed during 2017.
The third issue raised by the Head of Audit and Inspection related to ongoing developments
in relation to the Council's management arrangements in respect of transformational change
where he has highlighted the need to update, rationalise and prioritise the existing list of
projects included in the Council Review Programme to provide a clearer focus on those
projects expected to offer the greatest potential to deliver transformational change; for
management to ensure that there is sufficient capacity within the organisation/relevant
management structures at senior and middle management levels to ensure the successful
delivery of significant service reviews and transformational projects; and to establish clear
and regular reporting on progress of key transformational projects to key stakeholders.
Again, management has committed to a series of actions to address the issues raised.
The fourth and final issue raised relates to the Council's performance management
arrangements, where whilst generally supportive of the approach being adopted by
management to provide a clearer focus on outcomes, the Head of Audit and Inspection
noted the transitional nature of the Council's performance management arrangements during
2016−17 and the need to ensure that the proposed Improvement and Accountability
framework is fully implemented in 2017−18.
In accordance with recognised good practice practice, the Head of Business for Finance
Solutions, the Council's chief financial officer, has provided the Chief Executive with a
statement of the effectiveness of the Council's internal financial control system for the year
ended 31 March 2017. It is the Head of Business for Finance Solutions' opinion that
reasonable assurance can be placed upon its effectiveness and that the Council's financial
arrangements conform with the requirements of the CIPFA Statement on the Role of the
Chief Financial Officer in local government (2016).

Each Assistant Chief Executive also reviewed the governance arrangements for the areas
under his/her control and certified their effectiveness to the Chief Executive. Similar
arrangements are also in place for those arms−length organisations and other related bodies
contained within the Group.
The Council's Corporate Management Team has also considered the effectiveness of the
Council's corporate governance arrangements and those matters which they consider
require to be highlighted in this statement.
Current and future developments
Last year's statement highlighted concerns over the state of the Council's risk management
arrangements. During 2016−17 considerable work has been undertaken to ensure that these
arrangements are fit for purpose. Management is satisfied that risk management has
improved significantly across the Council and is now reviewed monthly by the Corporate
Management Team.
The council's work programme, including arrangements for managing and allocating
resources and ensuring effective performance and governance, continued to be developed
throughout 2016−17.
During this time, it was recognised that managing the financial challenges as in previous
years through incremental changes to services, increasing charges, and reducing
employees numbers was no longer a sufficient or sustainable solution. To manage budget
reductions and ensure a more strategic and proactive approach, a new integrated Budget
Strategy was approved for 2017−18 designed to integrate planning, budgeting, and resource
management and focus on linking the Council's priorities and financial strategy, and
maximising the resources available to deliver on those priorities.
The new approach was led by a Sounding Board, a cross−party group of elected members,
with support from the Core Corporate Management Team and senior finance staff. The work
involved establishing a baseline to identify priority services and enable assessment in terms
of their contribution to the Council's priorities.
The change in political leadership within the council in February 2016, presented an
opportunity to re−evaluate the work of the North Lanarkshire Partnership. In addition with the
partnership having a legislative requirement to develop the Local Outcome Improvement
Plan (LOIP), as directed by the Community Empowerment (Scotland) Act 2015, this provided
a wider scale catalyst for change. The LOIP will replace the Single Outcome Agreement in
outlining the agreed partnership priorities and approaches in North Lanarkshire. Work is
already underway to have the Plan drafted for May 2017 to meet the Scottish Government
deadline of October 2017.
Over the past year the council has also embarked on a programme of stepped change to
address the residual savings gap and develop targeted areas for transformation. This
includes implementation of a new HR/Payroll replacement model and ongoing activity in
relation to asset management and procurement. The development of the Transformation
programme continues to gather pace with refinements being made to the operating model
and a recognition that not everything can be achieved at once, therefore the future focus will
be on:
•
•
•
•
•

Policy led spend
Economic regeneration
Service redesign
Digital transformation
Asset modernisation

It has been clearly identified that a significant contributory factor to the success of
transformational reform is service redesign to ensure services are available that continue to
meet the needs of the most vulnerable in our communities. Increased scope for more
collaborative working and partnerships with other local authorities, local public sectors, and
communities will be investigated during the coming year. A critical factor in this process is
ensuring that service users (and the wider community) who are affected by any changes
understand why it is necessary and that they are involved in the planning and re−designing
stages and even delivering future services.
A number of priorities for the council have continued to be progressed to further develop
sound governance arrangements:
Since integration in 2016, structures and arrangements are in place to support
governance and financial accountability for Health and Social Care Integration. A
strategic Commissioning Plan was agreed in March 2017 which sets out the
integrated support and services to be delivered.
Work around the Scottish Attainment Challenge, which aims to close the poverty
related attainment gap by ensuring that every child has the same opportunity to
succeed, is being accelerated to target improvement in literacy, numeracy, and
health and wellbeing. Our approach to date has been to tackle inequality within a
self−improving framework and have targeted support to 67 schools identified as
having the greatest proportion of children living in SIMD deciles 1−3.
Three projects comprising 15 sub−projects for North Lanarkshire have been identified
as part of the Glasgow City Deal City Region, an agreement between the UK
Government, Scottish Government and eight local authorities in the region including
North Lanarkshire. City Deal brings with it opportunities in terms of economic growth
and improved outcomes for communities including roads, technology, housing, and
transport. However there are a number of challenges working with a wider range of
public and private partners, including roles and responsibilities, accountability, and
performance reporting, which need to be determined during the course of the coming
year.
The council aims to deliver 2,159 new homes by 2027, at a cost of £159m as part of
the council's Local Housing Strategy which takes into consideration a number of
national targets.
This includes increasing the supply of affordable homes,
contributing to effective integration of health and social care, ending fuel poverty as
far as reasonable practical, and continuing to meet the Scottish Housing Quality
Standard.
The extract from the Council's work programme detailed above clearly shows that, in terms
of performance and governance arrangements, the business planning framework to 2020
links the work programme with the priorities. This model is also designed to identify the
measures and targets upon which performance and progress in delivering the priorities can
be assessed. The next phase of the development of the Improvement and Accountability
Framework (detailed in Figure 2) includes finalising the reporting models (for both reporting
to Committee and to the public) to enable the council's performance and progress, towards
delivering the priorities, to be assessed. This also aims to further develop the council's
challenge and scrutiny functions in support of the corporate performance and governance
arrangements.
Management will continue to monitor implementation of all planned actions which have the
potential to impact upon the adequacy and effectiveness of the Council's corporate
governance arrangements.

Certification
It is our opinion that reasonable assurance can be placed upon the adequacy and
effectiveness of North Lanarkshire Council and its Group systems of governance. The
annual review process has demonstrated sufficient evidence that the Council's corporate
governance arrangements have operated effectively and the Council and its group
companies comply with the relevant corporate governance principles in all significant
respects.

Paul Jukes
Chief Executive

Councillor James Logue
Council Leader

